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Fund Details 
DDH Graham Limited (DDH) is the responsible entity of the Fund. As 
responsible entity, DDH is responsible for the management and 
administration of the Fund; including the issue of the Fund’s Product 
Disclosure Statement and all other public announcements concerning 
the Fund.  
DDH has appointed GCI Australia Pty Ltd ABN 68 140 364 576 (GCI) as 
the Fund’s outsourced investment manager. GCI is an independent 
boutique asset manager and corporate advisory firm that has significant 
experience across the many facets of financial markets. 

APIR Code DDH8305AU 
ARSN 622 419 578 
 
 

Suggested Investment Timeframe 
The Fund is best suited to investors who seek a low to medium risk 
investment over a 1 to 3-year period. 
 

Information on the Fund 
At 31 December 2018, the Net Asset Value of the Fund is $63,549,206.23 
(-0.27% on the previous month).  
 
Benchmark 
Bloomberg Australia Bank Bill Index 
 
Description/Strategy 
The Fund’s investment strategy is to identify appropriate investments 
that are expected to generate a sufficiently high yield, commensurate 
with the assumed risk, with minimum volatility of returns. The Fund 
consists of a core portfolio constructed with reference to 
macroeconomic factors. 
 

Investment Objectives 
To provide income and capital stability and a high degree of liquidity in 
all market conditions. The total return will mainly comprise income from 
security income payments. The target rate of return is the Bank Bill Swap 
Rate plus 1.5% before fees.  
 
Performance to 31 December 2018 (Annualised) 

 
Returns are calculated using exit prices and are calculated after all fees have been deducted with distributions included 
and no allowance made for tax. The ‘distribution’ component represents the amount paid by way of distribution, 
including net realised capital gains. Numbers may not sum due to rounding. Benchmark is the Bloomberg Australian 
Bank Bill Index. 
 
The inception date of the Fund was December 2017. Total includes cash distribution, franking credits and growth. 
Past performance is not an indicator of future performance. 

 
 
 

Fund Rating  
Being new, the fund is currently unrated.  

 
Current Return Profile 
Running Yield: 3.20% (incl. franking) 
YTM: 3.09% (incl. franking) 
Margin over bills: 1.12% (incl. franking) 
  
 
Portfolio Characteristics 

Running Yield 3.20% 

Yield to Maturity 3.09% 

Average Margin 1.12% 

Average Years to Maturity                         3.19  

Number of Securities Held                             28  

Fixed 4.77% 

Floating 92.70% 

Cash 2.53% 

Duration 0.13 

Credit Duration                         3.36  
 

 
Top 5 Holdings as at 31 December 2018 
 

Code Name % Holding 

+AU3FN0046231 
Australia and New Zealand 
Banking Group Ltd 
3mBBSW+103bps 06/12/2023 

9.690% 

+AU3FN0045779 Westpac Banking Corporation 
3mBBSW+95bps 16/11/2023 

9.192% 

+AU3FN0035283 AMP Bank Ltd 
3mBBSW+105bps 30/03/2022 

8.027% 

AU3FN0030938 BENX 3.39% 20/04/2021 FRN 7.808% 

+AU3FN0040606 
Newcastle Permanent Building 
Society Ltd 3mBBSW+140bps 
6/2/2023 

5.653% 

TOTAL   40.37% 
 
 

Australian Index returns to 31 December 2018 
 

Index 1 month 
return 

3 month 
return 

12 
month 
return 

Bloomberg Australia Bank Bill Index 0.15% 0.48% 1.92% 

Bloomberg Australia Gov't 3-5 year 
Index 1.11% 1.61% 3.95% 

Bloomberg Australia Composite 
Index 0.32% 0.70% 2.41% 

     
 
 

  
1 mth 3 mth 6mth 1 year 2 year 3 year Since 

Inception % % % % % % 

Cash 
Distribution 0.67 0.67 1.36 2.67 0.00 0.00 2.50 

+ Franking 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
+/- Growth (0.65) (0.35) (0.20) (0.79) 0.00 0.00 (0.51) 
Total return 0.02 0.32 1.16 1.88 0.00 0.00 1.99 
        
Index 0.15 0.48 0.99 1.92 0.00 0.00 1.91 



 
 

Commentary 
 
We have patiently waited all year for senior 5-year credit 
margins to move above 100 basis points (bps) and then, just 
in time for Christmas, they reached our target entry point. It 
has not been an easy year for most debt portfolios with two 
distinct upward shifts in margins; March and December, 
pushing portfolios with a 3 to 5-year average duration to 
record negative returns. 2018 has been the worst year for 
credit funds since 2008. 
  

 
  
Although we stress test for a margin move to 118 bps at 5-
year senior level we don’t expect that margins will remain 
above the current 100 bps for very long. 
 
The yield uplift from rolling out of major bank senior 1-year 
debt into 5-year debt is 60 bps.  
 

 
  
We had previously forecast that the 90-day BBSW rate would 
reach 2.25% in the December quarter of 2018. This did not 
eventuate, although it is worth noting that Australian banks 
are currently borrowing 21-day money from the RBA at 
2.37%, so we expect that the BBSW rate will rise in the month 
ahead. 

 
 

 
 
There has, over the past year, been a lot of changes to 
Australian banking that went mostly unnoticed amidst the 
hype of the Royal Commission. Subjectively we view them in 
the following order: 
 

1. US tapering of quantitative easing reduced the supply 
of money globally; 

2. LIBOR began increasing as money supply contracted; 
3. Banking Executive Account Responsibility (BEAR) 

legislation enacted in February; 
4. A new Australian Financial Complaints Authority began 

to operate in November; 
5. Open banking imposed on the Australian banking 

system which enables all banks to view a customer’s 
entire financial history no matter where they 
transacted; 

6. APRA released a discussion paper outlining the need 
for Australian Major Banks to increase Total Loss 
Absorbing Capital (TLAC) by 4% over the next 4 years 
to bring our banks into line with offshore regimes; and 

7. APRA announced on the 19th of December that the 
'temporary' caps on investment & interest only lending 
would be removed. 

  
The federal government’s actions to legislate Banking 
Executive Account Responsibility (BEAR) and APRA's new 
higher TLACs alone have already triggered an indication from 
S&P that the credit ratings of major banks are likely to be 
upgraded to AA- stable from negative. We don’t see this as a 
likely outcome until the residential property market 
stabilises, and then not before the major banks have actually 
raised TLAC by the indicated 4%.   
 
 

 

 

 

 

 

 

 

DISCLAIMER 
This document is not a recommendation to acquire a particular financial product. The information in this document is of a general nature only. DDH Graham Limited (DDH) has not considered 
the investment objectives, financial situation or particular needs of any particular person or entity, when preparing this document. Persons should refer to the Product Disclosure Statement 
of this product (available from www.ddhgraham.com.au) and seek professional advice before relying on the information. Information used in this publication has been prepared in good faith 
by DDH Graham Limited. However, neither DDH Graham Limited or GCI Australia Pty Ltd warrant the accuracy of the information, and to the extent permitted by law, disclaim responsibility 
for any loss or damage of any nature whatsoever which may be suffered by any person directly or indirectly through relying upon it, whether that loss or damage is caused by any fault or 
negligence of either DDH Graham Limited or GCI Australia Pty Ltd or otherwise. Past performance is not indicative of future performance. 
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